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Par Value of Turkish Lira 


The International Monetary Fund has concurred in 
a proposal by the Government of Turkey for a change 
in the par value of the Turkish lira, to 9 liras per 
U.S. dollar. The new par value expressed in terms of 
gold and in terms of the U.S. dollar of the weight 
and fineness in effect on July 1, 1944 is as follows: 
0.0987412 gram of fine gold per lira; 315.000 liras per 
troy ounce of fine gold; 9.00000 liras per U.S. dollar; 
11.1111 U.S. cents per lira. 


IBRD Loan fo Panama 

The World Bank on August 19 made a loan equivalent 
to US$7.2 million to Panama for road construction and 
improvement. Four private banks are participating in 
the loan, without the World Bank’s guarantee, for a 
total amount of $457,000, representing the first two 
maturities which fall due in July 1964 and Janu- 
ary 1965. The participating banks are The Chase 
Manhattan Bank, Bankers Trust Company, The First 
National City Bank of New York, and Central National 
Bank of Cleveland. 


The economy of Panama, aside from Canal Zone 
activities, depends predominantly on agriculture, and 
good roads are essential to the country’s economic 
growth, since the main agricultural areas are some 
distance from consuming centers and almost all produce 
has to be transported overland. The Government inten- 
sified its efforts to improve road transport in 1955 when, 
with the assistance of a Bank loan of $5.9 million, it 
undertook to organize a highway department in the 
Commission of Roads, Airports, and Docks, and to 
reconstruct nearly all its surfaced roads and provide for 
their continued maintenance. When the Government 
prepaid the Bank loan in 1958, an effective highway 
department had been established and the rehabilitation 
program was well under way. 


The total cost of the new road project is estimated at 
the equivalent of $14.5 million. The Bank’s loan will 
cover the foreign exchange requirements, and the Gov- 
ernment of Panama is arranging to finance the remain- 
ing costs. The loan is for 15 years and bears interest 
of 5% per cent including the 1 per cent commission 


A par value for the lira was first set at 2.80 liras per 
U.S. dollar on June 19, 1947. Subsequently, the ex- 
change system became complex, with a variety of mul- 
tiple currency practices. In August 1958, an exchange 
reform was introduced (see this News Survey, Vol. XI, 
p. 55), and since then there has been a gradual move 
toward exchange unification at the rate of 9 liras 
per dollar. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., August 20, 1960. 


which is allocated to the Bank’s Special Reserve. Amor- 
tization will begin in July 1964. 


Source: International Bank for Reconstruction and 


Development, Press Release, Washington, 
D.C., August 19, 1960. 


Europe 


U.K. Trade 


The Board of Trade’s seasonally adjusted trade figures 
show that exports from the United Kingdom fell from 
£288 million in June to £272 million in July, while 
imports, on the same basis, rose from £370 million 
to £388 million. Thus, with account taken of seasonal 
influences and re-exports, the trade deficit widened 
from £71 million in June to £104 million in July, the 
largest figure recorded in more than three years. In the 
first seven months of 1960, exports averaged only 
6% per cent more than the 1959 average, against an 
increase of 13 per cent in the average for imports. 
The Times points out that the United Kingdom’s pay- 
ments position appears to be considerably brighter than 
its trading accounts would suggest, because of the effect 
on the flow of funds and on “leads and lags” of the 
structure of world interest rates. 


Source: The Times, London, England, August 17, 1960. 


Belgian Coal Industry 


The Belgian Government has introduced two bills 
into Parliament to deal with the problems of the coal 
mines that have not been scheduled for closing (see 
this News Survey, Vol. XII, p. 215). One bill provides 
for the creation of a National Committee for the Coal 
Mines with far-reaching powers, including the fixing of 
prices and conditions of sale, surveillance of costs, 
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decisions on the closing of mines and mergers between 
colliery companies, and the determination of objectives 
for production and social policy. The second bill pro- 
vides for a Temporary Fund, to be maintained from the 
proceeds of a levy on every ton of fuel oil made avail- 
able for consumption and to be used to promote the 
disposal of surplus coal by means of subsidies. 


Source: Kredietbank, Weekly Bulletin, Brussels, Bel- 
gium, July 30, 1960. 


Balance of Payments of the Netherlands 


The Netherlands balance of payments for 1959 on a 
cash basis indicates a current account surplus of about 
f. 1.6 billion (nearly US$420 million), which is slightly 
less than the 1958 surplus of f. 1.7 billion ($440 mil- 
lion). The value of exports increased in 1959 by 9 per 
cent, and the value of imports rose by 10 per cent; the 
trade deficit was f. 490 million. Net receipts from serv- 
ices were somewhat smaller than in 1958, but net 
income from investments abroad rose by f. 243 million, 
to f. 571 million. The current account surplus on a 
transactions basis amounted to some f. 1.8 billion. 


In contrast to 1958 when, on a cash basis, there was 
a net inflow of private capital of more than f. 700 mil- 
lion, private capital transactions in 1959 resulted in an 
outflow of some f. 550 million. The emergence in 1959 
of a net deficit on private capital transactions was due 


mainly to the following developments 


(1) Commercial 
banks extended substantial short-term credits abroad 
and, attracted by higher yields, both banks and enter- 
prises increased their short-term investments in foreign 
money markets. The net outflow of private short-term 
capital in 1959 was nearly f. 500 million, which con- 
trasts with a net inflow of f. 250 million in 1958. 
(2) Foreign purchases of Netherlands securities in- 
creased, but at the same time Netherlands purchases of 
foreign securities rose substantially. Moreover, there 
was a large increase in long-term lending and investment 
abroad. Thus there was, on balance, a net outflow of 
f. 65 million of private long-term capital in 1959, in 
contrast to a net inflow of some f. 470 million in 1958. 


The deficit on official capital transactions in 1959 was 
some f. 140 million smaller than in 1958. Repayments 
of long-term debt were about f. 300 million, but there 
was no repayment of short-term debt, as there had 
been in 1958. 


Official gold and foreign exchange reserves of the 
Netherlands Bank decreased by f. 500 million ($140 mil- 
lion) in 1959, which contrasted with an increase of 
more than f. 1,600 million in 1958. Special factors 
affecting reserves in 1959 were the payment of the 
gold tranche of the increased quota in the Fund and the 
consolidation of the claims on the former EPU members 
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and their elimination from the reserves. At the same 
time, however, foreign exchange reserves held abroad 
by the commercial banks increased by f. 855 million 
($220 million), and the over-all reserve position of the 
Netherlands improved further. 


During the early months of 1960, imports as well as 
exports were considerably higher than in the corre- 
sponding period of 1959, and preliminary estimates of 
the balance of payments on a cash basis for the first 
quarter of 1960 indicate a goods and services surplus 
of f. 460 million. When a small inflow of capital is taken 
into account, there appears to have been an over-all 
balance of payments surplus of f. 468 million (some 
$125 million), compared with a surplus of f. 576 mil- 
lion ($150 million) for the first quarter of 1959. There 
was an inflow of private long-term capital of about 
f. 175 million, mainly on account of net sales of Nether- 
lands securities abroad, but at the same time short-term 
lending abroad increased by some f. 140 million. 


Gold and foreign exchange reserves of the Nether- 
lands Bank have increased substantially this year. 
According to the central bank’s weekly return of 
August |, 1960, they amounted on that date to f. 5.6 bil- 
lion (nearly $1.5 billion). Foreign exchange reserves 
held abroad by the commercial banks were nearly 
f. 2.0 billion ($525 million) as of the end of June 1960. 


De Nederlandsche Bank N.V., Report for the 
Year 1959, Central Bureau of Statistics, 
Statistisch Bulletin, No. 60, 1960, and Min- 
istry of Finance, Press Release, May 27, 1960, 
The Hague, Netherlands. 


Tax Revenue of the Netherlands 


Statistics published by the Netherlands Ministry of 
Finance show that total tax revenue in the first half 
of 1960 amounted to f. 3.9 billion (equivalent to more 
than US$1 billion), an increase of nearly f. 450 million 
(some $115 million), or nearly 13 per cent, over total 
tax revenue in the first half of 1959. The recent wage 
increases (see this News Survey, Vol. XII, p. 302) and 
an over-all increase in national expenditures are re- 
flected in higher revenues, mainly from taxes on wages 
and salaries, company taxes, import duties, and sales 
taxes. The total tax revenue slightly exceeds the original 
estimates for the first half of 1960. 


Sources: 


Source: Nieuwe Rotterdamse Courant, 


Netherlands, August 5, 1960. 
Swiss Measures fo Discourage Inflow of Shori-Term Funds 


Gold and dollar reserves of the National Bank of 
Switzerland rose from Sw F 8.12 billion on July 7 to 
Sw F 9.03 billion on August 15. This increase, which 
under present circumstances of full employment is 


Rotterdam, 
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considered to have a potentially dangerous expansion- 
ary effect on the Swiss economy, has prompted the 
National Bank to conclude a gentlemen’s agreement 
with the principal commercial and savings banks regard- 
ing measures to discourage the inflow of foreign funds 
and to minimize its unsettling effects on the domestic 
economy. The agreement is valid for one year and 
became effective on August 18. Its principal provisions 
are as follows: 


1. Banks will no longer accept foreign sight deposits, 
but will accept only foreign time deposits for which 
notice of at least three months is required. Also, foreign 
sight deposits accepted since July 1, 1960 will be treated 
as three-month deposits, except that they may be used 
at all times for conversion into foreign currency depos- 
its, subscription to foreign issues of Swiss franc bonds 
in Switzerland, or purchase of foreign securities. 

2. Banks will not pay any interest on foreign deposits 
made since July 1, 1960. 

3. A banking commission of % per cent per quarter 
will be charged on all foreign deposits for periods of 
less than six months made since July 1, 1960. 


4. Existing foreign deposits for which the terms are 
contractually fixed will become subject to the above 
provisions as regards minimum time, interest compen- 
sation, and banking commission as soon as the existing 
contracts expire. 

5. Exemption from the no-interest provision, the pre- 
scription of minimum time limits, and the new banking 
commission is granted to new deposits by frontier and 
seasonal workers to accounts of a savings character, new 
deposits by individual foreigners and foreign charitable 
institutions to accounts remaining below Sw F 20,000, 
and new deposits by foreign central banks and private 
banks to the extent that the accounts are held for normal 
business purposes and their balance does not exceed the 
average balance for the first half of 1960. 


6. Exemption from the prescription of minimum time 
limits and the new banking commission, but not from 
the no-interest provision, is granted to new deposits to 
accounts remaining below Sw F 50,000, to accounts 
held for the purpose of making commercial payments 
or interest and amortization payments in Switzerland 
within six months, and to accounts held in connection 
with security holdings in Switzerland, to the extent that 
the new deposits and the accounts themselves are not 
excessive by the standards of the recent past. 


7. Banks undertake to do everything within their 
power to prevent (a) the use of foreign deposits for 
the purchase of domestic securities, real estate, and 
mortgages, and (b) the use of Swiss banknotes by 
foreigners to acquire deposits or other Swiss assets. 


These rules apply to all foreign deposits whether 
owned by foreigners directly or through Swiss inter- 
mediaries; in case of doubt as to the ultimate owner- 
ship of funds, banks are required to investigate. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 18, 1960. 


Export-Import Bank Credit to Italy 


The Export-Import Bank of Washington has approved 
a $2.8 million credit for the Istituto Mobiliare Italiano 
(IMI), an agency of the Government of Italy. It is 
repayable over a period of eight years commencing in 
1962. The funds will be used to purchase U.S. equip- 
ment and technical services to expand a chemical plant 
owned by CELENE, S.p.A., of Palermo. A credit of 
$1.5 million to assist in the erection of the same plant 
had been approved by the Bank in February 1959. 
Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., August 11, 1960. 


German Balance of Payments and Exchange Reserves 

Gold and foreign exchange reserves of the Deutsche 
Bundesbank rose by DM | billion in April, DM 0.8 bil- 
lion in May, DM 1.7 billion in June, and approximately 
DM 0.6 billion in July. An important factor in these 
increases was action of the German commercial banks 
which, as a result of the liquidity pressure applied on 
them and also of the growing interest rate differential 
between Germany and countries abroad, especially the 
United States, repatriated, to a large extent, their foreign 
short-term investments. Of the total increase of 
DM 3.5 billion in reserves in the second quarter of 1960, 
DM 1.2 billion was due to such repatriation. Also, the 
inflow of genuine foreign money, as well as German 
foreign borrowing, was substantial. This is shown espe- 
cially by the “errors and omissions” in the balance of 
payments; in the second quarter, there was an inflow 
of DM 1.2 billion on account of this item, compared 
with a negative figure of DM 300 million in the two 
preceding quarters. According to past experience, such 
a development reflects the taking up of credits abroad 
by German industry, either by direct financial trans- 
actions not recorded in the balance of payments or by 
a shift in the terms of payments. The rising German 
interest rates have certainly encouraged this develop- 
ment. Also, speculation concerning an appreciation of 
the deutsche mark was temporarily of considerable 
importance, especially in June. 

The firm statement of the Federal Government and 
the Bundesbank that all rumors concerning an appreci- 
ation of the deutsche mark were completely unfounded 
(see this News Survey, Vol. XII, p. 410) has not been 
without effect. In the last days of June, the inflow of 
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foreign exchange decreased, and in July the inflow was 
DM 1.1 billion less than in June. A reduction of 
speculative movements undoubtedly played a large role, 
but some other factors were also of importance. The 
short-term foreign investments of German commercial 
banks which can be repatriated are now apparently 
largely exhausted. Also, the surplus on current account 
showed a declining tendency in the second quarter; it 
amounted to DM 0.7 billion, compared with DM 1.7 bil- 
lion in the first quarter. The decisive factor in this 
decline was the change in the trade surplus, from 
DM 1.4 billion in the first quarter to DM 0.9 billion 
in the second quarter. However, these tendencies were 
more than offset by a capital inflow of DM 1.5 billion 
and the “errors and omissions” of DM 1.2 billion. 


At the end of July, the gold and foreign exchange 
reserves of the Bundesbank amounted to DM 28.3 bil- 
lion, compared with DM 21.9 billion on September 30, 
1959, when they were the lowest in 1959. When analyz- 
ing this development, it should be kept in mind that 
the net exchange position of the commercial banks has 
again become increasingly negative, mainly because of 
the shift of their foreign assets to the Bundesbank. The 
net exchange position of the banks on June 30, 1960 
was negative to the extent of about DM 2 billion, com- 
pared with a positive figure of DM 0.8 billion on Sep- 
tember 30, 1959. Thus, the DM 5.7 billion increase in 
gold and foreign exchange reserves of the Bundesbank 
from September 30, 1959 to June 30, 1960 was in 
contrast to a deterioration of DM 2.8 billion in the net 
exchange position of the commercial banks; if the 
reserve movements of the banks and the Bundesbank 


are taken together, there was a net increase of only 
DM 2.9 billion. 


The Bundesbank states that, of course, this increase 
of DM 2.9 billion is still substantial, and that this devel- 
opment was taken into account when a credit of about 
DM | billion was granted to the World Bank (see this 
News Survey, Vol. XII, p. 433). The purpose of this 
transaction is to permit the use of part of the relatively 
high foreign exchange reserves of the Bundesbank for 
assistance to less developed countries, without abandon- 
ing, however, the guarantees in respect of security and 
mobility on which a central bank has to insist when 
investing its exchange reserves. 


Source: Deutsche Bundesbank, Monatsberichte, Frank- 
furt am Main, Germany, July 1960. 


German Loan on the Swiss Markel 


A loan of Sw F 50 million to Badenwerke A.G. of 
Karlsruhe, Germany, has been floated in the Swiss mar- 
ket; the interest rate is 4% per cent. The loan, which 
was underwritten by a Swiss banking syndicate headed 


by the Schweizer Kreditanstalt, has been oversubscribed. 
Of the total loan, Sw F 35 million is to be used for the 
conversion of loans issued in 1928 and 1930, and 
Sw F 15 million to finance in part new electric power 
plants on the Rhine on the German-Swiss frontier. 
This is the first German loan to be issued in the Swiss 
capital market since the war. 


Sources: Der Bundesminister fiir Wirtschaft, Tages- 
Nachrichten, Bonn, Germany, August 15, 
1960; The Journal of Commerce, New York, 
N.Y., August 24, 1960. 


Repatriation of Greek-Owned Ships 


Offers of taxation and depreciation privileges made 
by Greece to encourage the repatriation of Greek ships 
which have been sailing under other flags have had a 
substantial effect. In less than a year, ships with a ton- 
nage of 2 million have been repatriated, and it is 
expected that by the end of 1960 the total tonnage 
registered in Greece will exceed 6 million. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


July 16, 1960. 


Middle East 


Budgets of Syrian Region, U.A.R. 


Public spending in the Syrian Region of the United 
Arab Republic in the fiscal year 1960-61 (the fiscal 
year begins July 1) is estimated at LS 823 million, an 
increase of 16 per cent over public spending in the 
fiscal year 1959-60. The total is distributed among the 
various budgets as follows: LS 512 million (LS 493 mil- 
lion in fiscal 1959-60) under the ordinary budget, 
LS 254 million (LS 185 million) under the develop- 
ment budget, LS 15 million under the special develop- 
ment budget (none in 1959-60), and LS 42 million 
(LS 31 million) under various autonomous and attached 
budgets. Of the total, LS 308 million will be spent for 
national security and justice, LS 101 million for agri- 
culture and agricultural development (including hydro- 
electric power), about LS 47 million for industry and 
thermoelectric power, LS 109 million for transportation 
and communications, about LS 44 million for housing 
and public utilities, and LS 214 million for social 
services and other purposes. 


In the new ordinary budget, the main increases over 
those in fiscal 1959-60 are in the contribution to the 
U.A.R. unified budget (LS 21.6 million), which totals 
LS 272.2 million in the new fiscal year, in allocations 
to the Ministry of the Treasury (LS 15.6 million) to 
meet the Treasury’s share in the new Civil Service In- 
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surance and Retirement Fund, and in public debt 
service; decreases reflect mainly transfers to the devel- 
opment budget of expenditure of a developmental 
nature. Revenue for the ordinary budget in fiscal 
1960-61 is estimated as follows: customs and consump- 
tion taxes and duties, LS 159.5 million (LS 170.6 mil- 
lion in fiscal 1959-60); direct taxes and similar fees, 
LS 94.1 million (LS 95.1 million); other indi- 
rect taxes and fees and other revenue, LS 83.5 million 
(LS 92.2 million); revenue of government establish- 
ments, LS 102.9 million (LS 104.3 million) ; and excep- 
tional revenue, including unrealized expenditure, 
LS 10.2 million (LS 21.2 million). The deficit of 
LS 62 million is expected to be met by part (LS 20.8 mil- 
lion) of the retroactive oil transit dues accruing when 
agreement is reached with the Trans Arabian Pipeline 
Company (Tapline), borrowing (LS 19.0 million) 
from the Civil Service Insurance and Retirement Fund 
against treasury bonds, and budgetary support 
(LS 22.2 million) from the Egyptian Region (see this 
News Survey, Vol. XII, p. 440). 


Changes in the tax system, introduced with the new 
budget, are relatively small. The 25 per cent exemption 
from income taxes applicable to Syrian corporations has 
been abolished except for corporations whose capital 


stock has actually been offered for public subscription 
and whose directors own no more than 30 per cent of 
the outstanding shares. Another change is the shift in 
the basis for computing the property tax, from the 1944 
valuation to the 1954 valuation. Finally, a customs 
Statistical tax amounting to 2 per cent ad valorem has 
been imposed on imports other than foodstuffs. 


The 1960-61 development budget has been co- 
ordinated with the new five-year development plan 
(July 1960-June 1965), which has as its objective an 
increase of 40 per cent in the national income over the 
period. The five-year plan envisages investment of 
LS 2,720 million—LS 1,720 million by the public sector 
and LS 1,000 million by the private sector, or annual 
averages of LS 344 million and LS 200 million, respect- 
ively. The development budget for the first year of the 
plan (1960-61) provides for investment of LS 254 mil- 
lion by the public sector. Financing for this develop- 
ment budget is to be provided by excess revenue of 
municipalities and government organizations, LS 55 mil- 
lion; excess revenue of the social security organization, 
LS 35 million; other internal resources (including credit 
facilities), LS 40 million; and external donations and 
credit facilities (including a contribution of LS 30 mil- 
lion from the Egyptian Region), LS 124 million. 


Sources: Al Ahram, Cairo, Egypt, July 4, 5, and 6, 
1960. 


Far East 


Government Loans in India 


The subscription lists for the Government of India’s 
loan issues, which opened on July 18 (see this News 
Survey, Vol. XII, p. 436), were closed on July 20, the 
amount offered having been fully subscribed. Against 
an offer of Rs 1.75 billion, total subscriptions amounted 
to approximately Rs 1.80 billion, of which cash sub- 
scriptions were Rs 1.06 billion. Of the total subscrip- 
tions, the 3% per cent Bonds, 1966, brought in 
Rs 0.83 billion, and the 4 per cent Loan, 1980, 
Rs 0.98 billion. 


Twelve State Governments in India announced on 
July 29 the issue of new medium-dated loans bearing 
interest of 4 per cent per annum for amounts aggregat- 
ing Rs 0.75 billion. All the loans, which are to be 
repaid at par on August 29, 1969, will open for sub- 
scription on August 29, 1960. All the Governments 
that have announced the loans reserve the right to 
retain subscriptions up to 10 per cent in excess of the 
notified amount. For four of the State Governments, the 
loans are cash-cum-conversion loans; for the others, 
subscriptions are to be in cash. The issue price of the 
loans varies between Rs 99.50 per cent and Rs 100 per 
cent for the different States. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, August 1, 1960. 


U.K. Credit to india 


A £10 million (Rs 133.3 million) credit agreement, 
which was signed by the United Kingdom and India on 
August 16, concludes the U.K. credit contribution for 
India’s Second Five Year Plan. One third of the credit 
is repayable in half-yearly installments over 10 years 
commencing from May 1966, and the other two thirds, 
also in half-yearly installments, over 20 years com- 
mencing from May 1966. No repayments will fall due 
before the end of India’s Third Plan period. India will 
be able to draw on this credit for a broad range of 
imports from the United Kingdom. The rate of interest 
is to be the same as that currently applied by the 
U.K. Treasury to loans for comparable periods out of 
the U.K. consolidated fund, plus % per cent for 
administrative charges. 


Sources: The Financial Times, London, England, Au- 
gust 17, 1960; Information Service of India, 
Indiagram, Washington, D.C., August 18, 
1960. 


Food Subsidies in Ceylon 

Food subsidies in Ceylon in the financial year begin- 
ning October 1960 are estimated at Rs 322 million 
(US$68 million), of which Rs 90 million is additional 
expenditure as a result of the reduction in the rationed 
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price of rice from 35 Ceylon cents to 25 Ceylon cents 
per two pounds (see this News Survey, Vol. XII, 
p. 345). Since the Government will make a profit of 
about Rs 100 million on sales of sugar and wheat flour, 
the net subsidies will be Rs 222 million, compared with 
Rs 147 million in 1958-59, the latest figure available 
for a complete financial year. 


The Financial Times, London, England, Au- 
gust 9, 1960; Central Bank of Ceylon, Annual 
Report of the Monetary Board to the Min- 
ister of Finance, 1959, Colombo, Ceylon, 
March 31, 1960. 


DLF Loan te Viet-Nam 


The U.S. Development Loan Fund (DLF ) announced 
on August 10 the signing of an agreement covering 
a $9.7 million loan to the Government of Viet-Nam. 
This is the first DLF loan agreement concluded with 
Viet-Nam. The funds will be used to purchase in the 
United States diesel-electric locomotives and railway 
cars for the Viet-Nam Railway System. 


Source: 


Sources: 


Development Loan Fund, Press Release, 
Washington, D.C., August 10, 1960. 


Approval of Call Loans in Korea 


The Monetary Board of Korea put into effect on 
July 14 a system permitting commercial banks to make 
call loans among themselves. Thus, the call money mar- 
ket was revived for the first time since the Korean war. 
The system will enable commercial banks to use their 
loanable funds more fully, and also will make it easier 
for them to meet temporary shortages of operational 
funds. 


Call loans must be repaid within 15 days, and their 
interest rate may not exceed 0.038 hwan per 100 hwan 
per day or approximately 13.9 per cent a year. 


Source: The Korean Republic, Seoul, Korea, July 15, 
1960. 


Commercial Bank Loans in Korea 


Total loans of the five commercial banks in Korea 
expanded by hw 9.8 billion in the first six months of 
1960, compared with an expansion of hw 3.8 billion in 
the corresponding period of 1959. The greater part of 
the increase this year was in the first three months; from 
the end of March to the end of June 1960, the increase 
amounted to hw 2.7 billion, about the same as the 
increase (hw 2.6 billion) in the same period of 1959. 
The rise between the first half of 1959 and the first half 
of 1960 was due to an expansion of general loans on 
bills, the effects of which were intensified by the inability 
of the commercial banks to collect overdue loans. It is 
reported by the press that large borrowers are delaying 
repayment in an attempt to gain from commercial specu- 


lation, as prices have been rising steadily in recent 
months. At the end of June 1960, loans overdue to 
commercial banks amounted to hw 25.5 billion, a rise 
of hw 16 billion over the amount recorded at the end 
of March. 


Sources: The Korean Republic, Seoul, Korea, Au- 
gust 5, 1960; International Monetary Fund, 
International Financial Statistics, Washing- 


ton, D.C., September 1960. 
Discount Rate of Bank of Japan 


The discount rate of the Bank of Japan was reduced 
from 7.3 per cent to 6.935 per cent, effective August 24. 
The 6.935 per cent rate had been in effect since Decem- 
ber 2, 1959 (see this News Survey, Vol. XII, p. 186). 


United States and Canada 
Interest Rates in the United States 


Major commercial banks in the United States have 
reduced their “prime” interest rate from 5 per cent 
to 4% per cent, effective August 23. Thus the rate is 
the same as that from mid-May to September 1, 1959, 
when the major commercial banks throughout the coun- 
try raised the “prime” rate to 5 per cent (see this 
News Survey, Vol. XIl, p. 87). This rate is the fee 
charged by banks to their customers with the best credit 
ratings; other lending charges are scaled upward from 
this rate. 


With the reduction, as of August 23, in the discount 
rate of the Federal Reserve Bank of Boston, the number 
of Federal Reserve Banks with a discount rate of 3 per 
cent was raised to ten (see this News Survey, Vol. XII, 
p. 465). The Reserve Banks in Dallas and San Fran- 
cisco are the only ones still charging 3% per cent. 


The changes in regulations governing the reserve 
requirements of commercial banks, announced on 
August 8 by the Federal Reserve Board and which will 
have the effect of increasing the banks’ reserves by 
$600 million, are to be fully in effect by September |! 
(see this News Survey, Vol. XII, p. 459). 


The Wall Street Journal, New York, N.Y., 
August 23 and 24, 1960. 


Canadian Exports and Imports 

Canada’s total exports during the second quarter of 
this year were valued at $1,311 million, 2.9 per cent 
lower than in the same period of 1959; imports 
amounted to $1,485 million, 3.3 per cent below those 
a year earlier; and the trade deficit was $175 million, 
compared with a deficit of $186 million in the second 
quarter of 1959. 

Between the first six months of 1959 and 1960, 
exports rose by 8.4 per cent, to $2,602 million; imports 


Sources: 
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increased by 2.1 per cent, to $2,812 million; and the 
trade deficit declined from $352 million to $209 million. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, August 15, 1960. 


Latin America 
Balance of Payments of Brazil 


The deficit in effective exchange operations in Brazil’s 
official and free exchange markets during the first three 
months of 1960 was US$64 million, compared with a 
deficit of US$36 million in the same period of last year. 
When swap and other autonomous exchange operations 
are taken into account, the over-all deficit in the first 
quarter of this year is reduced to $46 million, against 
a surplus of $9 million in the first quarter of 1959. 


The net favorable balance on trade operations in 
January-March of this year rose by $10 million, and the 
deficit on capital account was reduced by $8 million, 
but the deficit on services account increased by $46 mil- 
lion. Imports without exchange cover (that is, imports 
representing investments and those brought in under 
financing arrangements) amounted to $94 million 
(29.5 per cent of total imports) during the quarter, 
compared with $98 million in the first quarter of last 
year. 

Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, July 30, 
1960. 


Other Countries 
Temporary Tariff Protection in Australia 


Legislation introduced into the Australian Parliament 
provides new machinery for temporary tariff protection 
for Australian industries. Under the new arrangements, 
the Government will be able to give short-term assist- 
ance to industries by imposing temporary tariffs in an 
emergency, without having to wait for parliamentary 
approval. The industries involved would need to show 
that, if holding action were not taken, they would suffer 
serious damage before the Government could act under 
the normal Tariff Board procedures. The Minister for 
Trade has indicated that one of the safeguards provided 
in the proposals is that any tariffs changed by this pro- 
cedure must be submitted to Parliament within the first 
seven days of its next session. Moreover, temporary 
tariffs would be imposed only pending a full inquiry 
by the Tariff Board. 


Source: The Financial Times, London, England, Au- 
gust 17, 1960. 


Decimal Currency in Australia 


An independent committee appointed by the Austra- 
lian Government has unanimously recommended the 


introduction of a decimal currency in Australia. No 
indication has been given of the unit of currency recom- 
mended by the committee. 


Source: The Financial Times, London, England, Au- 
gust 19, 1960. 


Australian Workweek 


The Executive of the Australian Council of Trade 
Unions has decided to seek the immediate introduction 
of a 35-hour workweek for all government employees 
throughout Australia. There are an estimated one mil- 
lion salary earners in the employ of Federal and State 
Governments. The Executive has also set out the 
private industries in which it considers that a 35-hour 
week should be introduced. Application will be made 
immediately to the Arbitration Commission for an 
increased basic wage and the restoration of cost of 
living adjustments. Normally, such an application is not 
lodged until the end of the year and is heard by the 
Commission the following February. 


Source: The Financial Times, London, England, Au- 
gust 18, 1960. 


Economic Developments in New Zealand 


New Zealand’s external position improved markedly 
in 1959, as export prices recovered and the setback 
suffered in 1958 was largely overcome. The value of 
exports rose in 1959 by 12 per cent, to the record 
figure of £NZ 306 million, and continued to increase in 
the first half of 1960, when exports totaled £NZ 179 mil- 
lion, against £NZ 164 million in January-June 1958. 
Out of this £NZ 15 million increase, £NZ 12 million 
was attributable to higher wool receipts; butter exports, 
which in 1959 had accounted for most of the increase 
in export earnings, brought in approximately the same 
amount as in January-June 1959. 


Private imports in the first half of 1960 were 
£NZ 115 million, or £NZ 21 million more than in the 
first half of 1959, when they were subjected to rigorous 
restrictions imposed to avert a further deterioration of 
the balance of payments position. 


The increase in net overseas assets of the banking 
system, which had amounted to £NZ 33 million in 1959, 
continued in the first half of 1960; such assets rose 
from £NZ 88 million at the end of 1959 to £NZ 119 mil- 
lion at the end of June 1960. 


The fiscal and monetary policies aimed at adjusting 
the New Zealand economy to the recession of 1958 had 
been largely successful in restoring balance between 
demand and supply of goods and services. However, an 
inevitable consequence of the recession was a decline 
in per capita real national income, as farm incomes fell 
and there was a check to the rate of increase in other 





476 


incomes which, in turn, was reflected in a fall in the 
volume of retail trade and in investment. Toward the 
latter half of 1959, it became evident that some relax- 
ation of the policies designed to deal with the recession 
were desirable. The budget for the fiscal year ended 
March 31, 1960 made provision for reductions in in- 
come tax, and in November and December 1959 reduc- 
tions were made in the indirect taxes on gasoline, beer, 
tobacco, and cigarettes (see this News Survey, Vol. XII, 
pp. 56 and 179). While tax receipts consequently de- 
clined, government expenditure continued to increase, 
and there was a cash deficit in the fiscal year ended 
March 31, 1960, whereas there had been a surplus 
in 1958-59. To the increase in disposable incomes 
resulting from these fiscal changes was added the gen- 
eral 5 per cent wage increase in October 1959 (see this 
News Survey, Vol. XII, p. 132) and the expansion of 
farm incomes following the recovery in export prices. 


The increase in purchasing power was reflected in the 
retail turnover figures, which were 17 per cent more in 
the first quarter of 1960 than in the comparable period 
of 1959. At the same time, an increase in production 
and in private imports assisted in meeting the higher 
level of internal demand, and the relative stability of 
prices, which was a feature of 1959, continued in the 
initial months of 1960. However, there were signs of 
increased strain on the resources available—such as a 
greater shortage of skilled and semiskilled labor—and 
monetary policy was increasingly aimed at preventing a 
resurgence of inflation. This policy is being carried out 
primarily by controlling the trading banks’ loans by 
means of flexible reserve ratio requirements. In Decem- 
ber 1959, the requirement against demand liabilities 
was raised to the near record of 34 per cent, in order 
to absorb the increase in the banks’ cash balances stem- 
ming from a rapid rise in deposits. This percentage was 
reduced to 22 in March 1960, to allow for seasonal 
payments of income tax; but as deposits with the trading 
banks continued to accumulate, the percentage was 
raised to 29 in April and to 32 in May (see this News 
Survey, Vol. XII, pp. 340 and 404). On July 7, there 
was a further increase, to 35 per cent, the highest rate 
ever imposed. 


Sources: New Zealand Economic Survey 1960, and 
Reserve Bank of New Zealand, Bulletin, 
July 1960, Wellington, New Zealand. 


Bank of Western Samoa 

During the first year of its operations, which began 
on April 1, 1959, the Bank of Western Samoa, which 
is jointly owned by the Government of Samoa and the 
Bank of New Zealand and which is to have the respon- 
sibility for issuing the currency of Western Samoa, 
concentrated mainly upon establishing working arrange- 
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ments, and its activities were virtually the same as those 
of the previous branch of the Bank of New Zealand in 
Western Samoa which it had replaced (see this News 
Survey, Vol. XI, p. 300, and Vol. XII, p. 236). The 
Bank has a Board of Directors of five members, of 
whom three are appointed by the Bank of New Zealand 
and two by the Government of Western Samoa. The 
Bank is to be managed and controlled by the Directors, 
subject to the overriding considerations that effect must 
be given to regulations made by the proprietors and to 
decisions of the proprietors conveyed to the Board in 
writing. For geographical reasons, it has not been easy 
for the Board to meet, and it has so far been found 
satisfactory for decisions to be taken by the circulation 
of memoranda and resolutions. There is also a Joint 
Management Committee that meets once a month and 
consists of the two Samoan members of the Board of 
Directors and three representatives resident in Samoa 
appointed by the other three members of the Board. 


The Bank is empowered to lend on overdraft to the 
Government of Western Samoa no more than one quar- 
ter of the total public revenue of the preceding year, 
with interest, and the overdraft must be repaid by the 
end of the fiscal year. There is no limit to the amount of 
government stock or treasury bills which may be taken 
up by the Bank. 


Source: Reserve Bank of New Zealand, Bulletin, Well- 
ington, New Zealand, June 1960. 


Death of Dr. Octavio Paranagua 


Dr. Octavio Paranagua, Executive Director of the 
Fund for Brazil, Colombia, the Dominican Republic, 
Haiti, Panama, and Peru, died in Waynesboro, Penn- 
sylvania, on August 21. Dr. Paranagua was appointed 
as an Alternate Executive Director in January 1947; 
in September 1948 he was elected Executive Director, 
and was re-elected at each subsequent election of 
Executive Directors. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 
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19th and H Streets, N.W. Washington 25, D. C. 








